IT 99-0024-G L 03/05/1999 RETURNS — REQUI REMENT TO FI LE

CGeneral Information Letter: An Illinois resident with sufficient net
income to generate an incone tax liability is required to file a
return.

March 5, 1999
Dear :
Your letter dated February 1, 1999, to Danny Young has been referred to nme for

response. | have reviewed that letter and your letters of Decenber 8, 1998, and
January 10, 1999, and concl ude that your argunent is:

You are a nonresident alien.

As a nonresident alien, you are subject to federal incone tax only on
your incone that is fromsources within the United States.

You have no incone fromsources within the United States.

Accordingly, you had no "adjusted gross incone" for federal inconme tax
purposes and therefore had no obligation file federal incone tax
returns.

Because you had no federal adjusted gross income, you had no "base

i ncone” for Illinois Inconme Tax purposes.
You therefore had no Illinois inconme tax liability and no obligation to
file I'llinois Income Tax Returns.

I concluded that you believe you are a "nonresident alien" because nobst of your
correspondence deals wth Section 861 of the Internal Revenue Code. The
provisions of that section are relevant to you only if you are a nonresident
alien taxed under Section 871 of the Internal Revenue Code or if you are subject
to tax on inconme by both the United States and by a foreign country, and are
therefore entitled to a foreign tax credit under Section 901 of the Internal
Revenue Code. The latter cannot be the case, because you are asserting that you
are not subject to incone tax by the United States. That |eaves only the
assertion that you are a nonresident alien.

Under Section 7701(b) of the Internal Revenue Code, any nonresident who is
present in the United States for 183 days per year for 3 successive years is a
resident alien. According to the docunents we have received from the Internal
Revenue Service, you lived in xxxxxxxx, lllinois during the years 1992 through
1994, and your return address indicates you still live there. Accordingly, |
woul d concl ude that you are not a nonresident alien.

If you are not a nonresident alien, the definition of "gross income" in Section
872(a) does not apply to you. Instead, the relevant definition of "gross
income” is in Section 61 of the Internal Revenue Code, which states "gross
i nconre neans all inconme from whatever source derived." (Enphasis added.) Under
this section, your argunents concerning source are irrelevant, because gross
i ncome includes inconme fromall inconme from all sources. Accordingly, | would
conclude that the IRS properly conputed your gross incone for the years 1992
t hrough 1994 in the Form 4549A Report of Income Tax Exam nation Changes.



Section 62(a) of the Internal Revenue Code defines "adjusted gross incone" to

mean "gross income"” mnus certain deductions. Nowhere in your letters do you
claim the IRS failed to allow you any deductions properly allowable in the
conputati on of adjusted gross incone. Accordingly, | conclude that the IRS

properly determ ned your adjusted gross incone for the years 1992 through 1994.
It would al so appear that you had an obligation to file a federal incone tax
return for those years.

As you state in your letters, under Section 203(a)(1l) of the Illinois Incone
Tax, the conputation of your net incone begins with your federal adjusted gross
i ncome, which is then adjusted by various additions and subtractions under

Section 203(a)(2) and allocated or apportioned to Illinois under Part 3 of the
II'linois Inconme Tax Act and reduced by any exenptions under Section 204 of the
[l1linois Inconme Tax Act. See Section 202 of the Illinois Income Tax Act.

Section 403(b) of the Illinois Income Tax Act provides:

A final determ nation pursuant to the Internal Revenue Code adjusting
any item or itens of incone, deduction or exclusion for any taxable
year shall be correct for purposes of this Act to the extent such
itemor itens enter into the determ nation of base incone.

Under this statute, the determ nation made by the IRS for the years 1992 through

1994 regarding your adjusted gross income is correct. You have not asserted
that you are entitled to any adjustnents under Section 203(a)(2) of the Illinois
Income Tax Act or that you are entitled to allocate or apportion any of your
inconme to a state other than IIllinois. I nmust therefore conclude that your
Illinois net incone for each of the years 1992 through 1994 is equal to your
federal adjusted gross incone for the applicable year, mnus your Illinois
exenpti ons.

Because in each of the years 1992 through 1994, you had Illinois net income, you
were liable for Illinois Income Tax. Also, as noted above, it appears that you
were required to file federal incone tax returns for those years. As you noted
in your letters, Section 502(a) of the Illinois Income Tax Act therefore

requires you to file returns for those years.

I have therefore advised Danny Young that he is correct in having a Notice of
Defici ency issued to you.

Si ncerely,

Paul S. Casel ton
Associ ate Chi ef Counsel -- Incone Tax



